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DEFINITICONS

Words used in multiple sections of this document are deﬁned below and other words are defined in
Sections 3, 11, 13, 18, 20 and 21. Certain rules regarding the usage of words used in this document are
also provided in Section 16.

(A) "Security Instrument" means this document, which is dated De-’cember 16th, 2004 ,
together with all Riders to this document. g

{B) "Borrower" is Imelda 8 Bautista and Roberto o Salazar, WJ.fe and Husband

Borrower is the trustor under this Security Instrument.
(C) "Lender" is Banner Bank
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' '.of- record. Borrower warrants and will defend generally the title to the Property against all claims and

e demand_s_;--subject to any encumbrances of record.

" THIS SECURITY INSTRUMENT combines uniform covenants for national use and non-uniform
'-covenants with. limited variations by jurisdiction to constitute a uniform security instrument covering real
property

UNIFORM COVENANTS. Borrower and Lender covenant and agree as follows:

1. Payment -of Principal, Interest, Escrow Items, Prepayment Charges, and Late Charges.
Borrower shall pay when due the principal of, and interest on, the debt evidenced by the Note and any
prepayment charges and late charges due under the Note. Borrower shall also pay funds for Escrow Items
pursuant to Section 3. Payments due under the Note and this Security Instrument shall be made in U.S.
currency. However, if any check or other instrument received by Lender as payment under the Note or this
Security Instrument is-returtied to Lender unpaid, Lender may require that any or all subsequent payments
due under the Note and this Security Instrument be made in one or more of the following forms, as
selected by Lender: (a) cash; (b) money order; (¢) certificd check, bank check, treasurer's check or
cashier's check, provided any such- check is drawn wpon an institution whose deposits are insured by a
federal agency, instrumenitality,-of éitity; or (d) Electronic Funds Transfer.

Payments are deemed received by Lender when received at the location designated in the Note or at
such other location as may be designated by Lender in accordance with the notice provisions in Section 15.
Lender may return any payment or partial-payment if the payment or partial payments are insufficient to
bring the Loan current. Lender may accept any payment or partial payment insufficient to bring the Loan
current, without waiver of any rights hereunder or prejudice to its rights to refuse such payment or partial
payments in the future, but Lender is not obligated to apply such payments at the time such payments are
accepted. If each Periodic Payment is applied as of its scheduled due date, then Lender need not pay
interest on unapplied funds. Lender may hold such unapplied funds until Borrower makes payment to bring
the Loan current. If Borrower does not do.so within a reasonable period of time, Lender shall either apply
such funds or return them to Borrower. If not applied earlier, such funds will be applied to the outstanding
principal balance under the Note immediately prior to foreclosure. No offset or claim which Borrower
might have now or in the future against Lender. shall relieve ‘Borrower from making payments due under
the Note and this Security Instrument or performing the coveuauts and agreements secured by this Security
Instrument.

2. Application of Payments or Proceeds. Except as otherw1se described in this Section 2, all
payments accepted and applied by Lender shall be applied in the following order of priority: (a) interest
due under the Note; (b) principal due under the Note; (c) amounts ‘due under Section 3. Such payments
shall be applied to each Periodic Payment in the order in which it became due. Any remaining amounts
shall be applied first to late charges, second to any other amounts due under th1s Security Instrument, and
then to reduce the principal balance of the Note.

If Lender receives a payment from Borrower for a delmqucnt Pcrlodlc Payment which includes a
suffiei a}qount to pay any late charge due, the payment may be applied to the delinquent payment and
the Iafe charge. If more than one Periodic Payment is outstanding, Lender may apply any payment received
from Borrower to the repayment of the Periodic Payments if, and to the éxtent that, each payment can be
paid in full. To the extent that any excess exists after the payment is applied to the"full payment of one or
more Periodic Payments, such excess may be applied to any late charges due, Voluntary prepayments shall
be applied first to any prepayment charges and then as described in the Note.

Any application of payments, insurance proceeds, or Miscellaneous Proceeds 1o prmctpal due under
the Note shall not extend or postpone the due date, or change the amount, of the Periodic Payments.

3. Funds for Escrow Iems. Borrower shall pay to Lender on the day Periodic Payments are due
under the Note, until the Note is paid in full, a sum (the "Funds") to provide for payment of amouints due
for: (a) taxes and assessments and other items which can attain priority over this Security. Instrument as a
lien or encumbrance on the Property; (b) leasehold payments or ground rents on the Property, if any; (¢).
premlums for any and all insurance required by Lender under Section 5; and (d) Mortgage Insurance”

premiums, if any, or any sums payable by Borrower to Lender in lieu of the payment of Mortgage -~ -
Insurance premiums in accordance with the provisions of Section 10, These items are called "Escrow.: /

Items." At origination or at any time during the term of the Loan, Lender may require that Community.

N lni.tials:é_&?\
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* Borrower shall promptly discharge any lien which has priority over this Security Instrument unless
' Borrowar (a) agrees in writing to the payment of the obligation secured by the lien in a manner acceptable
to Lender but only so long as Borrower is performing such agreement; (b) contests the lien in good faith
by, or defends ‘against enforcement of the lien in, legal proceedings which in Lender's opinion operate to
preverit the enforcement of the lien while those proceedings are pending, but only until such proceedings
are concluded; or (c) secures from the holder of the lien an agreement satisfactory to Lender subordinating
the lién to this Security Instrument. If Lender determines that any part of the Property is subject to a lien
which can attain priority. over this Security Instrument, Lender may give Borrower a notice identifying the
lien. Within 10 days of the date on which that notice is given, Borrower shall satisfy the lien or take one or
more of the actions set-forth-above in this Section 4,

Lender may.requite Borrower to pay a one-time charge for a real estate tax verification and/or
reporting service used by Lender in connection with this Loan.

4. Property Insurance. Borrower shall keep the improvements now existing or hereafter erected on
the Property insured against loss by fire, hazards included within the term "extended coverage,” and any
other hazards including, but‘not lmuted to, earthquakes and floods, for which Lender requires insurance,
This insurance shall be maintained in the amounts (including deductible levels) and for the periods that
Lender requires. What Lender requires pursuant to the preceding sentences can change during the term of
the Loan. The insurance carrier providing the insurance shall be chosen by Borrower subject to Lender's
right to disapprove Borrower's choice, which right shall not be exercised unreasonably. Lender may
require Borrower to pay, in connection withi this Loan, either: (a) a one-time charge for flood zone
determination, certification and tracking services; or (b) a one-time charge for flood zone determination
and certification services and subsequent charges each time remappings or similar changes occur which
reasonably might affect such determination or certification. Borrower shall also be responsible for the
payment of any fees imposed by the Federal Emergency Management Agency in connection with the
review of any flood zone determination resulting*from an objection by Borrower.

If Borrower fails to maintain any of the coverages described above, Lender may obtain insurance
coverage, at Lender's option and Borrower's expense. Lender is under no obligation to purchase any
particular type or amount of coverage. Therefore, such.coverage shall cover Lender, but might or might
not protect Borrower, Borrower's equity in the Property, or the contents of the Property, against any risk,
hazard or liability and might provide greater or lesser coverage than was previously in effect. Borrower
acknowledges that the cost of the insurance coverage so obtained might significantly exceed the cost of
insurance that Borrower could have obtained. Any amounts disbursed by Lender under this Section 5 shall
become additional debt of Borrower secured by this Security Instrument, These amounts shall bear interest
at the Note rate from the date of disbursement and shall be payable; wtth such mterest upon notice from
Lender to Borrower requesting payment.

All insurance policies required by Lender and renewals of such pohmes shall be subject to Lender's
right to disapprove such policies, shall include a standard mortgage clause, and shall name Lender as
mortgagee and/or as an additional loss payee. Lender shall have the right to hold the policies and renewal
certificates. If Lender requires, Borrower shall prompily give to Lender all recelpts of paid premiums and
renewal notices. If Borrower obtains any form of insurance coverage, not otherwise required by Lender,
for damage to, or destruction of, the Property, such policy shall include a standard mortgage clause and
shall name Lender as mortgagee and/or as an additional loss payee.

In the event of loss, Borrower shall give prompt notice to the insurance carrier and Lender Lender
may make proof of loss if not made promptly by Borrower. Unless Lender and Borrower otherwise agree
in writing, any insurance proceeds, whether or not the underlying insurance was required by Lender; shall_
be applied to restoration or repair of the Property, if the restoration or repair is economically feasible and -
Lender's security is not lessened. During such repair and restoration period, Lender shall have the right to,<"
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‘9, Protection of Lender's Interest in the Property and Rights Under this Security Instrument, If
' (a) Borrower fails to perform the covenants and agreements contained in this Security Instrument, (b} there
is'a'legal proceeding that might significantly affect Lender's interest in the Property and/or rights under
 this Security Instrument (such as a proceeding in bankruptcy, probate, for condemnation or forfeiture, for
enforcement of*a lien which may attain priority over this Security Instrument or to enforce laws or
regulations), or (c) Borrower has abandoned the Property, then Lender may do and pay for whatever is
reasonable .or_appropriate to protect Lender's interest in the Property and rights under this Security
Instrument, ingluding: protecting and/or assessing the value of the Property, and securing and/or repairing
the Property.” Lender's actions can include, but are not limited to: (a} paying any sums secured by a lien
which hag’ priority- over . l_’.hlS Secunty Instrument; (b) appearing in court; and (c) paying reasonable
attorneys' fees to protect its-interest in the Property and/or rights under this Security Instrument, including
its secured position:-in -4 bankruptcy proceeding. Securing the Property includes, but is not limited to,
entering the Property to make tepairs, change locks, replace or board up doors and windows, drain water
from pipes, eliminate building or other code violations or dangerous conditions, and have utilities turned
on or off. Although Lender'may take action under this Section 9, Lender does not have to do so and is not
under any duty or obligation todo so. It is agreed that Lender incurs no liability for not taking any or all

actions authorized under this Section 9.",

Any amounts disbursed: by Lender under this Section 9 shall become additional debt of Borrower
secured by this Security Instrument. These amounts shall bear interest at the Note rate from the date of
disbursement and shall be payable w1th such interest, upon notice from Lender to Borrower requesting
payment.

If this Security Instrument is on a leasehold Borrower shall comply with all the provisions of the
lease. If Borrower acquires fee title'to the Property, the leasehold and the fee title shall not merge unless
Lender agrees to the merger in writing. -~

10. Mortgage Insurance. If Lender. requtred Mortgage Insurance as a condition of making the Loan,
Borrower shall pay the premiums required fo mdintain the Mortgage Insurance in effect, If, for any reason,
the Mortgage Insurance coverage required by Lender ceases to be available from the mortgage insurer that
previously provided such insurance and Borrower was required to make separately designated payments -
toward the premiums for Mortgage Insurance, -Borrower shall pay the premiums required to obtain
coverage substantially equivalent to the Mortgage Insurance previously in effect, at a cost substantially
equivalent to the cost to Borrower of the Mortgage Insurance previously in effect, from an alternate
mortgage insurer selected by Lender. If substantially’ equivalent Mortgage Insurance coverage is not
available, Borrower shall continue to pay to Lender the-amount of the separately designated payments that
were due when the insurance coverage ceased to be in effect. Lender will accept, use and retain these
payments as a non-refundable loss reserve in licu of Mortga_ge Insurance. Such loss reserve shall be
non-refundable, notwithstanding the fact that the Loan is ultimately paid in full, and Lender shali not be
required to pay Borrower any interest or earnings on such loss: reserve. Lender can no longer require loss
reserve payments if Mortgage Insurance coverage (in the amount-and for ‘the period that Lender requires)
provided by an insurer selected by Lender again becomes available, is obtained, and Lender requires
separately designated payments toward the premiums for Mortgage Insurance. If Lender required Mortgage
Insurance as a condition of making the Loan and Borrower was required to make separately designated
payments toward the premiums for Mortgage Insurance, Borrower shall pay the premiums required to
maintain Mortgage Insurance in effect, or to provide a non-refundable loss reserve;: until Lender's
requirement for Mortgage Insurance ends in accordance with any written agresment between Borrower and
Lender providing for such termination or until termination is required by Appltcable Law,. Nothmg in this
Section 10 affects Borrower's obligation to pay interest at the rate provided in the Note, - -

Mortgage Insurance reimburses Lender (or any entity that purchases the Note) for certain losses it
may incur if Borrower does not repay the Loan as agreed. Borrower is not a party to the Mortgage
Insurance.

Mortgage insurers evaluate their total risk on all such insurance in force from tlme to time, and may
enter into agreements with other parties that share or modify their risk, or reduce losses. These agreements.
are on terms and conditions that are satisfactory to the mortgage insurer and the other party {or parties) to

these agreements. These agreements may require the mortgage insurer to make payments using: any source. ~ -

of funds that the mortgage insurer may have available (which may include funds obtained from Mortgage_
Insurance premiums). F{

- o itials: R - / -
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 Borrower shall be in default if any action or proceeding, whether civil or criminal, is begun that, in

r Lender’ s judgment, could result in forfeiture of the Property or other material impairment of Lender's

interest in the Property or rights under this Security Instrument. Borrower can cure such a default and, if

- acceleration has occurred, reinstate as provided in Section 19, by causing the action or proceeding to be
dismissed with a ruling that, in Lender's judgment, precludes forfeiture of the Property or other material
impairment of Lender's interest in the Property or rights under this Security Instrument. The proceeds of
any award or claim for damages that are attributable to the impairment of Lender’s interest in the Property
are hereby assignéd.and shall be paid to Lender.

All Miscellaneous: Proceeds that are not applied to restoration or repair of the Property shall be
applied in‘the order-provided for in Section 2.

12. Borrower Not Released; Forbearance By Lender Not a Waiver. Extension of the time for
payment or modification of amortization of the sums secured by this Security Instrument granted by Lender
to Borrower or any Successor.in Interest of Borrower shall not operate to release the liability of Borrower
or any Successors in Interést of Borrower. Lender shall not be required to commence proceedings against
any Successor in Interest-of Borrower or to refuse to extend time for payment or otherwise modify
amortization of the sums secured by. this Security Instrument by reason of any demand made by the original
Borrower or any Successors in‘Interest of Borrower. Any forbearance by Lender in exercising any right or
remedy including, without limitation, .Lender's acceptance of payments from third persons, entities or
Successors in Interest of Borrower or in amounts less than the amount then due, shall not be a waiver of or
preclude the exercise of any right or remedy.

13. Joint and Several Liability; Co-signers; Successors and Assigns Bound. Borrower covenants
and agrees that Borrower's obligations and liability shall be joint and several. However, any Borrower who
co-signs this Security Instrument but does not execute the Note {a "co- 51gner") {(a) is co-signing this
Security Instrument only to mortgage, grant and convey the co-signer’s interest in the Property under the
terms of this Security Instrument; (b) is not personally obligated to pay the sums secured by this Security
Instrument; and {c) agrees that Lender and any-other Borrower can agree to extend, modify, forbear or
make any accommodations with regard to thc terms of this Security Instrument or the Note without the
co-signer's consent.

Subject to the provisions of Section 18 any Succmsor in Interest of Borrower who assumes
Borrower's obligations under this Security Instrument in’ writing, and is approved by Lender, shall obtain
all of Borrower's rights and benefits under this Secutity Instrument. Borrower shall not be released from
Borrower's obligations and liability under this Security. Instrument unless Lender agrees to such release in
writing. The covenants and agreements of this Security Instrument shall bind (except as provided in
Section 20} and benefit the successors and assigns of Lender. .~

14. Loan Charges. Lender may charge Borrower fees: for serv1ces performed in connection with
Borrower's default, for the purpose of protecting Lender's 1nt¢rest__ in“the Property and rights under this
Security Instrument, including, but not limited to, attorneys' fees,.property inspection and valuation fees.
In regard to any other fees, the absence of express authority in this Security Instrument to charge a specific
fee to Borrower shall not be construed as a prohibition on the charging of such fee. Lender may not charge
fees that are expressly prohibited by this Security Instrument or by Applicable Law..

If the Loan is subject to a law which sets maximum loan charges and-that law is finally interpreted so
that the interest or other loan charges collected or to be collected in connection with the Loan exceed the
permitted limits, then: (a) any such loan charge shall be reduced by the amount necessary to reduce the
charge to the permitted limit; and (b) any sums already collected from Borrower which exceeded permitted
limits will be refunded to Borrower. Lender may choose to make this refund by reducing the principal
owed under the Note or by making a direct payment to Borrower. If a refund reduces principal, the
reduction will be treated as a partial prepayment without any prepayment charge (whether-or not a
prepayment charge is provided for under the Note). Borrower's acceptance of any such tefind made- by
direct payment to Borrower will constitute a waiver of any right of action Borrower might; have ansmg out
of such overcharge.

15. Notices. All notices given by Borrower or Lender in connection with this Secunty Instrument -
must be in writing. Any notice to Borrower in connection with this Security Instrument shall be decmed o
have been given to Borrower when mailed by first class mail or when actually delivered to Borfower's' .
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_-certified .check, bank check, treasurer's check or cashier's check, provided any such check is drawn upon
an institution whose deposits are insured by a federal agency, instrumentality or entity; or (d) Electronic
_Funds Transfer Upon reinstatement by Borrower, this Security Instrument and obligations secured hereby
shall. remam fully effective as if no acceleration had occurred. However, this right to reinstate shall not
app}y in the case of acceleration under Section 18.

- 20. Sale of Note; Change of Loan Servicer; Notice of Grievance. The Note or a partial interest in
the Note (together with this Security Instrument) can be sold one or more times without prior notice to
Borrower. A salé, might result in a change in the entity (known as the "Loan Servicer") that collects
Periodic Payments ‘due under the Note and this Security Instrument and performs other mortgage loan
servicing obligations under the Note, this Security Instrument, and Applicable Law. There also might be
one or more changés of the Loan Servicer unrelated to a sale of the Note. If there is a change of the Loan
Servicer, Borrower will'be given written notice of the change which will state the name and address of the
new Loan Servicer, the address to which payments should be made and any other information RESPA
requires in connection with a notice of transfer of servicing. If the Note is sold and thereafter the Loan is
serviced by a Loan Servicer-other than ‘the purchaser of the Note, the mortgage loan servicing obligations
to Borrower will remain with the Loan Servicer or be transferred to a successor Loan Servicer and are not
assumed by the Note purchaser-unless :citherwise provided by the Note purchaser.

Neither Borrower nor Lender may commence, join, or be joined to any judicial action (as either an
individual litigant or the member of ‘a class) that arises from the other party's actions pursuant to this
Security Instrument or that alleges that the othér party has breached any provision of, or any duty owed by
reason of, this Security Instrument, until such Borrower or Lender has notified the other party (with such
notice given in compliance with the requirements of Section 15) of such alleged breach and afforded the
other party hereto a reasonable period -afier-the” giving of such notice to take corrective action. If
Applicable Law provides a time period which ‘must elapse before certain action can be taken, that time
period will be deemed to be reasonable for purposes of this paragraph. The notice of acceleration and
opportunity to cure given to Borrower pursuant to Section 22 and the notice of acceleration given to
Borrower pursuant to Section 18 shall be deemed to sausfy the not1ce and opportunity to take corrective
action provisions of this Section 20,

21. Hazardous Substances. As used in this Sectlon 21 (a) "Hazardous Substances" are those
substances defined as toxic or hazardous substances, pollutants, of wastes by Environmental Law and the
following substances: gasoline, kerosene, other flammable or toxic petroleum products, toxic pesticides
and herbicides, volatile solvents, materials containing asbestos or formaldehyde, and radioactive materials;
(b) "Environmental Law" means federal laws and laws of the Junsdxctlon where the Property is located that
relate to health, safety or environmental protection; (c) "Environimental Cleanup" includes any response
action, remedial action, or removal action, as defined in Environmental-Law; and (d) an "Environmental
Condition" means a condition that can cause, contribute to, or otherwme tngger an Environmerntal
Cleanup.

Borrower shall not cause or permit the presence, use, disposal, storage or release of any Hazardous
Substances, or threaten to release any Hazardous Substances, on or in the Property Borrower shall not do,
nor allow anyone else to do, anything affecting the Property (a) that is in violation of any- Environmental
Law, (b) which creates an Environmental Condition, or (¢} which, due to the presence, use, or ‘release of a
Hazardous Substance, creates a condition that adversely affects the value of the Prcipert'y' The preceding
two sentences shall not apply to the presence, use, or storage on the Property of small quantities of
Hazardous Substances that are generally recognized to be appropriate to normal residential uses and to
maintenance of the Property (including, but not limited to, hazardous substances in consumer prodicts). i

Borrower shall promptly give Lender written notice of (a) any investigation, claim, demand','la'wsu'it :

or other action by any governmental or regulatory agency or private party involving the Property and-any -
Hazardous Substance or Envirommental Law of which Borrower has actual knowledge,-.(b) any.: -

Environmental Condition, including but not limited to, any spilling, leaking, C%siharge release or threat of /

Initials:
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/25, Use of Property. The Property is not used principally for agricultural purposes.
26. Attorneys' Fees, Lender shall be entitled to recover its reasonable attorneys' fees and costs in
_ any action or proceeding to construe or enforce any term of this Security Instrument, The term “attorneys’
“fees,” whenever used in this Security Instrument, shall include without limitation attorneys' fees incurred
by Lﬁndcr in any bankruptcy proceeding or on appeal.

ORAL AGREEI\«[ENTS OR ORAL COMMITMENTS TO 1L.OAN MONEY, EXTEND
CREDIT,. OR TO FORBEAR FROM ENFORCING REPAYMENT OF A DEBT ARE
NOT ENFORCEABLE UNDER WASHINGTON LAW.

BY SIGNING"BEI;OW, Borrower accepts and agrees to the terms and covenants contained in this
Security Instrument and in.any Rider executed by Borrower and recorded with it.

Witnesses:
- (Seal)
Imelda 8§ Bautista -Borrower
Lo
h]
= ; (Seal)
Roberto C Salazar -Borrower
Seal) (Seal)
-Borrower ) o T . -Borrower
(Seal) Y (Seal)
-Borrower YR i -Borrower
(Seal) (s
-Borrower | . -Borrower
'mmmmm«
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(B) The Index. "

Beginning with the first Change Date, my adjustable interest rate will be based on an Index. The
"Index" is'the weckly average yield on United States Treasury securities adjusted to a constant maturity of
one year, as made available by the Federal Reserve Board. The most recent Index figure available as of the
date 45 days before’ each Change Date is called the "Current Index."

If the Index. is no-longer -available, the Note Holder will choose a new index that is based upon
comparable information. The Note Holder will give me notice of this choice.

(C) Calculation of- Changw .

Before each Change Date, the .Note Holder will calculate my new interest rate by adding
Twe and three quarters : percentage points
( 2.750 %)-to. the Current Index. The Note Holder will then round the result of this
addition to the nearest one-eighth of one percentage point (0.125%). Subject to the limits stated in Section
4(D) below, this rounded amount will'be my new interest rate until the next Change Date.

The Note Holder will then determine. the ‘amount of the monthly payment that would be sufficient to
repay the unpaid principal that I am éxpected to owe at the Change Date in full on the Maturity Date at my
new interest rate in substantially equal payments The result of this calculation will be the new amount of
my monthly payment. S

(D) Limits on Interest Rate Changm _

The interest rate I am required to pay at the first Change Date will not be greater than

6.750 % or less than s 2,750 % . Thereafter, my adjustable interest
rate will never be increased or decreased on any single Change Date by more than two percentage points
from the rate of interest I have been paying for the precedmg 12 months. My interest rate will never be
greater than 9.750 %.

(E) Effective Date of Changes :

My new interest rate will become effective on each Change Date I w111 pay the amount of my new
monthly payment beginning on the first monthly payment date after the Change Date until the amount of
my monthly payment changes again. e :

(F) Notice of Changes

The Note Holder will deliver or mail to me a notice of any changes in my mmal fixed interest rate to
an adjustable interest rate and of any changes in my adjustable interest rate before the effective date of any
change. The notice will include the amount of my monthly payment, any-information required by law to be
given to me and also the title and telephone number of a person who will answer any questmn I may have
regarding the notice.

B. TRANSFER OF THE PROPERTY OR A BENEFICIAL INTEREST IN 'BORwaER

1. Until Borrower's initial fixed interest rate changes to an adjustable interest rate’ under the terms
stated in Section A above, Uniform Covenant 18 of the Security Instrument shall read as follows: .~
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'sums secured by this Security Instrument. If Borrower fails to pay these sums prior to the
expiration of this period, Lender may invoke any remedies permitted by this Security Instrument
without further notlce or demand on Borrower.

BY SIGNING BELOW_ Borrower accepts and agrees to the terms and covenants contained in this

y S _ {Seal) (Seal)
Imelda S Bautista | | ¢ . -Borrawer Roberto C Salazar -Borrower
- (Seal) (Seal)

-Borrower -Borrower

(Seal) . (Seal)

-Borrower _ -Borrower

(Sea) .o o (Seal)

-Borrower e -Borrower
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B. Property Insurance. So long as the Owners Association maintains, with a generally accepted
insurance carrier, a "master” or "blanket” policy insuring the Property which is satisfactory to Lender and
which provides insurance coverage in the amounts (mcluding deductible levels), for the periods, and
against loss by fire, hazards included within the term “extended coverage,” and any other hazards,
including, but not lumted to, earthquakes and floods, for which Lender requires insurance, then: (1)
Lender waives the provxsmn in Section 3 for the Periodic Payment to Lender of the yearly premium
installments for property. insurance on the Property; and (ii) Borrower's obligation under Section 5 to
maintain property insurance coverage on the Property is deemed satisfied to the extent that the required
coverage is provided by the Owners Association policy.

What Lender requires as a condition of this waiver can change during the term of the loan.

Borrower shall give Lender prompt notice of any lapse in required property insurance coverage
provided by the master or blanket policy. -

In the event of a distribution of property insurance proceeds in licu of restoration or repair following
a loss to the Property, or to common areas and facilities of the PUD, any proceeds payable to Borrower are
hereby assigned and shall be paid to Lender.. Lender shall apply the proceeds to the sums secured by the
Security Instrument, whether or not then due, with the excess, if any, paid to Borrower.

C. Public Liability Insurance. Borrower shall take such actions as may be reasonable to insure that
the Owners Association maintains a pubhc habxhty insurance policy acceptable in form, amount, and
extent of coverage to Lender.

D. Condemnation. The proceeds of any award or claim for damages, direct or consequential,
payable to Borrower in connection with any condemnation or other taking of all or any part of the Property
or the common areas and facilities of the PUD, or for any conveyance in lien of condemnation, are hereby
assigned and shall be paid to Lender. Such proceeds sha]I be apphed by Lender to the sums secured by the
Security Instrument as provided in Section 11.

E. Lender's Prior Consent. Borrower shall not, except after notice to Lender and with Lender's
prlor written consent, either partition or subdivide the Property or consent to: (i} the abandonment or
termination of the PUD except for abandonment or termination Teqiiired by law in the case of substantial
destruction by fire or other casualty or in the case of a taking by condemnation or eminent domain; (ii)
any amendment to any provision of the "Constituent Documents” if the provision is for the express benefit
of Lender; (iii) termination of professional management and assumpuon of self-management of the Owners
Association; or (iv) any action which would have the effect of rendering the pubhc liability insurance
coverage maintained by the Owners Association unacceptable to Lender. .

F. Remedies. If Borrower does not pay PUD dues and assessments when due then Lender may pay
them. Any amounts disbursed by Lender under this paragraph F shall become addltlonai debt of Borrower
secured by the Security Instrument. Unless Borrower and Lender agree 10 other terms of payment, these
amounts shall bear interest from the date of disbursement at the Note rate and shall be payable with

interest, upon notice from Lender to Borrower requesting payment. L
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